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SUB J : FIRST QUARTER 1978 GNP GROWTH 

1 . THE CENTRAL BUREAU OF STATISTICS (CBS) HAS RELEASED 
PRELIMINARY FIRST QUARTER 1978 STATISTICS ON REAL PER- 
CENTAGE CHANGES IN GNP EXPENDITURE. BELOW ARE PERCENTAGE 
CHANGE FIGURES FOR THE LAST FIVE QUARTERS OF EXPENDI- 
TURE ON GNP (1975 PRICES) SEASONALLY ADIUSTED. 

1977 1978 

1ST 2ND 3RD 4TH 1ST 
GNP (EXCL. INVEN- MINUS MINUS MINUS 
TORY CHANGE 4.0 1.0 3.0 4.5 1.0 

GNP (INCL. INVEN- MINUS MINUS MINUS 

TORY CHANGE) 0.5 3.5 -0- 12.0 9.5 
PRIVATE CONSUMP- MINUS 

TION 3.5 3.5 -0- 2.5 2.0 

PUBLIC CONSUMP- MINUS MINUS 
TION 21.0 19.0 13.0 5.5 13.0 

PUBLIC CONSUMP- 
TION (EXCL. DEFENSE MINUS MINUS 
IMPORTS) 2.0 1.5 3.0 2.0 1.0 

INVESTMENT IN FIXED MINUS MINUS 
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ASSETS 2.5 9.5 -0- 3.0 5.5 

EXPORTS OF GOODS & MINUS MINUS 

SERVICES 2.0 4.0 5.5 11.0 7.0 

IMPORTS OF GOODS & MINUS MINUS 

SERVICES 10.5 7.5 1.0 2.5 11.0 

IMPORTS (EXCL. MINUS MINUS 
DEFENSE) 3.0 0.5 8.0 5.0 4.5 
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2. COMMENT: A ONE PERCENT DECLINE IN GNP EXCLUDING INVEN- 
TORY CHANGES IN THE FIRST QUARTER 1978, COMPARED TO FOURTH 
QUARTER 1977 ON A SEASONALLY ADJUSTED BASIS, IS NOT REFLEC- 
TIVE OF REAL ECONOMIC ACTIVITY IN THE FIRST QUARTER OF 
1978. THE NEGATIVE GROWTH RECORDED RESULTS FROM A SHARP 
JUMP IN IMPORTS (MAINLY DEFENSE AND DIAMOND SPECU- 
LATION) AND A REPORTED DECLINE IN EXPORTS. EXPORTS IN REAL 
TERMS ACCORDING TO CBS STATISTICS DID DROP ABOUT 5 PERCENT 
FROM THE FOURTH QUARTER 1977 LEVELS, BUT NOT REPEAT 
NOT ACCORDING TO OUR CALCULATIONS ON A SEASONALLY-ADJUSTED 
BASIS. WE ESTIMATE THAT EXPORTS IN REAL TERMS WERE DOWN 
BY ROUGHLY ONE PERCENT BUT. ON A SEASONALLY ADJUSTED BASIS, 
THERE WAS ACTUALLY A REAL INCREASE. WE STILL BELIEVE THAT 
GNP FOR 1978 WILL RISE ABOUT 5-6 PERCENT. THE BANK OF 
ISRAEL, ON 1 AUGUST 1978, ANNOUNCED THAT THEIR REVISED 
PROJECTION IS 6 PERCENT WITH PRIVATE AND PUBLIC CONSUMPTION 
BOTH UP 4 PERCENT. LEWIS 
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